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Source Development Fund 


1. Background 


Established in 1981, the $10 million Source 
Development Fund (SDF) is an element of the 
federal government’s economic development 
strategy for the 1980’s. The primary purpose of 
the SDF is to assist in harnessing the procure- 
ment programs of federal government depart- 
ments and agencies to promote industrial, 
regional and technological development in 
Canada. This is done principally by stimulating 
product innovation and encouraging domestic 
sources of supply. In this respect, the SDF may 
assume certain incremental costs incurred 
where procurement is used to Support Canadian 
source development and when those costs are 
not appropriately charged to the budgets of 
user departments. 


2. Use of the SDF 


SDF monies may be disbursed in accordance 

with the following guidelines: 

e Proposals are eligible for SDF support only 
when there is a current or firmly identified 
future requirement by a federal government 
department or agency; 


e Proposals must result in a significant and 
lasting industrial benefit to Canada as deter- 
mined by the Department of Industry, Trade 
and Commerce/Regional Economic 
Expansion; 


e SDF assistance is not provided directly to 
suppliers but is made available only through 
contracts let by the Department of Supply 
and Services (DSS) or another contracting 
authority on behalf of user departments. 


The SDF can be used for any of the purposes 
described below, subject to normal contracting 
conditions and consistent with Canada’s inter- 
national obligations under the GATT Agreement 
on Government Procurement: 


a. Product Innovation 

Product innovation is frequently important to 
achieving significant productivity benefits and 
program improvements in government opera- 
tions. Conversely, public sector procurement 
can be a major stimulus for the development of 


new high-productivity technology. For instance, 
government use of certain new products is 
often essential to rapid domestic and foreign 
market penetration. 


The SDF can assist user departments in acquir- 
ing innovative technology for test and evalua- 
tion purposes where there is a firmly identified 
downstream requirement. Preferred opportuni- 
ties are those which, in addition to lasting 
industrial benefits, offer substantial operational 
efficiencies or product cost savings equal to or 
greater than the SDF investment. 


b. “Front End” Development Cost 

Where the federal government has sponsored 
the development or acquired the design of a 
product to meet its operational needs, the SDF 
can be used to underwrite certain costs asso- 
ciated with producing a final product. The SDF 
can also assume other front-end costs related 
to the building, testing and evaluation of pro- 
totypes; engineering, technical and manufac- 
turing studies leading to deliverable specifica- 
tions; and qualification and certification activity. 


Normally, the firm involved will be selected by 
means of a competitive RFP process, with bids 
being evaluated against pre-existing criteria. 
Preferred cases will be those that offer signifi- 
cant technological advantage to Canada and 
hold prospects of substantial future sales and 
exports. 


c. Increased Canadian Content 

The SDF can pay certain incremental costs re- 
lated to increasing the level of Canadian con- 
tent in federal puchases so long as this does 
not contravene Canada’s international obliga- 
tions under GATT. Accordingly, the related 
purchases must be excluded from GATT cover- 
age or under the threshold limit, currently at 
$200,000. 


Canadian content can be encouraged in ways 
other than paying a per unit premium, however. 
For example, the SDF can assist prime contrac- 
tors in identifying and preparing Canadian sub- 
contractors in response to significant future 
federal requirements. Additionally, the SDF can 
support the creation of a domestic source for 
components or materials which represent a 
significant cost element of an end product used 


by government departments. Proposals to use 
the SDF in support of increased Canadian 
content should involve a significant net eco- 
nomic benefit to Canada in terms of expanded 
investment and employment. 


3. Outline of SDF Application 


The following points should be covered in all 
proposals to the SDF valued at more than 
$25,000: 


a. Format for SDF Applications 

Proposals should be single-spaced on 81/2 x 11 
inches (21.6 cm x 27.9 cm) plain bond with 

1'/2 inch (approximately 4 cm) margins. The 
cover page should include the title “Proposal to 
the Department of Supply and Services for 
Source Development Fund Assistance”’ and 
state the project name, corporate name and 
address, and the submission date. 


Project proposals should be classified as 
“Company Confidential” in the top right corner 
where applicable. The Federal Government does 
not assume any liabilities in this regard, 
however. 


b. Synopsis 

Proposals should begin with a one page précis 
Outlining the product description and user bene- 
fits; total project cost and time frame; level 

of SDF assistance being sought; sponsoring 
federal departments and agencies (with names 
of interested officials where possible); projected 
future domestic and foreign sales; an indication 
of why a federal purchase and/or evaluation is 
important from a market development perspec- 
tive; and an estimate of the project’s impact on 
corporate earnings, investment and employment. 


c. Project Outline 

A detailed project description should be pro- 
vided to permit an in-depth assessment of its 
feasibility and technical merits. In particular, the 
product’s efficiency and operational advantages 
in relation to existing methods or equipment 
should be defined. The project outline should 
include a proposed work schedule with specific 
benchmarks, costs, and deliverables at each 
control point. Major financial and technical risk 
points should be specified. The intended facili- 


ties, personnel and essential capital equipment 
should also be identified along with other perti- 
nent information on production methods and 
plans, including the amount of subcontracting 
activities expected to be let in Canada. 


d. Market Assessment 

The proposal should contain a preliminary 
market Survey based on estimated per unit 
prices at initial production levels. The major 
potential users should be identified and the 
relative importance of the public vs private 
sector market and domestic vs foreign sales 
should be indicated. Key features of the 
planned market strategy should be discussed, 
particularly if this involves licensing or 
co-production agreements with foreign manufac- 
turers or distributors to ensure export as well as 
domestic sales. 


This section should include references to trade 
journals or recognized independent studies 
which support the technological trends, market 
statistics and user requirements considered 
Critical to a successful sales program. Foreign 
and domestic competitors who are or are likely 
to be developing similar products should also 
be identified. 


e. Financial Arrangements 

The proposed source of financing for the total 
project cost should be detailed along with 
reasons why sufficient funds cannot be raised 
from corporate earnings, shares or loans. While 
a complete cost analysis will be undertaken 
during the contracting process, the outline 
should provide a preliminary breakdown of 
project costs under the following headings: 

(a) direct labour; (b) materials and equipment 
rentals; (c) capital purchases; (d) travel; and 

(e) overhead and profit. The proposal should 
‘indicate if funds from other public sector 
sources have already been or are being sought 
in connection with this or a closely related 
project and, if so, in what amounts. 


f. Corporate Background 

The proposal should define the ownership of 
the firm and where it is located; number of 
years in Operation; trends in sales; employment 
and earnings; the company’s major product 
lines; basic R&D; production and sales 
Capabilities, etc. 


Proposals should include the audited financial 
statements for the proceeding two years and 
the year-to-date. 


g. Industrial Benefits 

Provision of SDF assistance is dependent upon 
a positive industrial benefit assessment indicat- 
ing a substantial return on public funds invested 
in terms of economic benefits to Canada. This 
is in addition to any potential productivity 
improvement or cost savings to users. As a first 
step, the following 10-year forecast of sales, 
investment and employment should be com- 
pleted. All financial estimates should be in 
current year dollars. 
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4. How to Apply 


Ten bound copies should be forwarded to the 
Manager, Canadian Business Opportunities 
Group, Place du Portage, Phase III, 3C1, 11, rue 
Laurier, Hull (Quebec) K1A OS5. 


5. Other Government Programs 


The booklet entitled ABC — Assistance to 
Business in Canada (Ottawa: Minister of Supply 
and Services Canada) provides detailed informa- 
tion on other federal government business 
assistance programs which can provide finan- 
cial support to technological, industrial and 
regional development opportunities. These 
include: 


The Industrial and Regional Development 
Program 


The Defence Industry Productivity Program 
The Industry Labour Assistance Program 
The Industry Research Assistance Program 
The Program for Industry/Laboratory Projects 
The Unsolicited Proposals Program. 


Since these funds do not require a government 
purchase be involved and are not limited to 
paying incremental costs, they may be more 
suitable Support mechanisms than the SDF. 

In such cases, the Canadian Business 
Opportunities Group transfers proposals to the 
appropriate officials in other government 
agencies. 
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Tableau 4 — Sources de financement 


Entreprise Gouvernement 


Autres (préciser) 


Ol 


Année 


CON DOO Ff WD — 


Total 


Tableau 3 — Main-d’oeuvre et capital nécessaires 


Main d’oeuvre Coutts moyens 
Capital engage embauchée en salaires 


Tableau 2 — Valeur ajoutée (VA) prévue 
A B (A — B) 


Année Ventes totales Cotts des intrants VA total 


Tableau 1 — Ventes prevues 


Au Ganada A |’étranger Total 


Nombre Nombre Nombre 
d’unites Ventes d’unités Ventes d’unités Ventes 
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